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1. INTRODUCTION 
As a G-20 country and depend on different industries including mainly oil and gas, minerals, mining, logistics, 
agricultural chemicals, and food and beverages, Saudi Arabia has the largest industrial production in the MENA 
region which encourages its ambitious plan to become the region’s manufacturing base. 

For a decade, the manufacturing sector in Saudi Arabia has historically been dominated by oil, gas and 
petrochemical production driven by the largest hydrocarbon resources and low extraction costs. Nevertheless, the 
Saudi industry sector seeks to keep pace with the changes taking place in the manufacturing processes worldwide 
where manufacturers strive to raise production efficiency rates by employing advanced technology such as the 
Internet of Things, robots, augmented reality, virtual reality, 3D printing, and artificial intelligence.  
 
Last year Saudi Arabia signed an agreement with the World Economic Forum (WEF) to establish a center in the 
Kingdom for the Fourth Industrial Revolution. The center will place Saudi Arabia in the global Fourth Industrial 
Revolution network along with countries such as the US, India, China and Japan. 
 
However, experts always discuss how the kingdom can take advantage of the opportunities associated with the 
Four Industrial Revolution (4IR) and utilize it in the name of the economic and social transformations led by the 
Vision 2030 development program. but ambitious changes under the V2030 streamlining with the 4IR aim to 
create a dynamic and thriving private sector through broad industrial plans where mega petrochemical projects 
produce row materials that create new markets for innovative industries and help a lot of existing private 
industries to move forward based on the application of new digital and automated technologies contributed to 
production processes and service delivery. 
 
It is worth noting that during the past twenty-five years, the manufacturing sector has quadrupled in its size as 
Saudi Arabia was able to become home to the largest and most competitive manufacturers at the regional level 
especially in the chemical, dairy, and other basic industries. It is worth mentioning that the steady growth of this 
sector relies on the availability of the necessary capital, energy and government support policies regarding lands 
and water facilitated by low wages foreign labor.  
In addition, the contribution of the industrial sector to the GDP has increased four times over the twenty-five 
years with a share reached about 12% in 2018 of which 7% is registered for the non-oil manufacturing sector since 
the establishment of the Saudi Industrial Development Fund (SIDF) and Saudi Arabia Industrial Investments 
Company (SAIIC) in addition to the following: 
 

• Concentration in hydrocarbons, through the main integration, especially in petrochemicals, plastic, and 
rubber. 

• Extensive government support in various forms ranging from energy support to massive development of 
infrastructure and public investments in the sector through state-owned companies. 
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Source: https://www.sidf.gov.sa/ 

 

As per Arab Newspaper, Saudi Arabia’s Industrial Production Index jumped by an annual rate of 6.5 percent in 
September 2021 due to higher activity in the mining and quarrying sector that is dominated by oil production, 
data released by Saudi’s General Authority for Statistics (Gastat) showed in November this year. The general index 
has now risen for the fifth consecutive month and the growth rate reached a three-month high. 

Production in the mining and quarrying sector, which has 74.5 percent weight in the general index, went up by a 
yearly rate of 7.6 percent as oil production increased significantly, Gastat said without giving a percentage increase 
for the oil production. In the previous month, the expansion rate was a lower 6.5 percent. 

Oil output increased from 8.9 million barrels a day in September last year to 9.6 million this year, the data showed.  

 

 

https://www.sidf.gov.sa/
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Saudi Arabia is seeing more oil income this year as it is increasing output under the OPEC+ deal at a time when oil 
prices are trading at multi-year highs. 

In addition, non-oil manufacturing activity grew by a solid yearly rate of 4.5 percent in September this year, yet it 
eased slightly from last month's 5 percent. 

On the other hand, the electricity and gas sector posted an annual fall of 2.2 percent. However, the pace of decline 
has decelerated noticeably from -13.7 percent in May this year. 

Non-oil manufacturing has a weight of 22.6 percent in the index while the electricity and gas sector makes up 
around 2.9 percent. 

2. THE IMPACT OF THE LOW-OIL PRICE AND COVID-19 ON 
THE SECTOR 

According to the Saudi Industrial Development Fund (SIDF). many of the country’s industrial activities have been 
affected by cyclical fluctuations in global prices for oil, petroleum products and petrochemicals. In 2018 the average 
price for Brent crude oil was $71.19 per barrel, a significant improvement on $43.63 and $53.90 per barrel in 2016 
and 2017, respectively, according to the US Energy Information Administration. In 2019 oil prices dipped, however, 
with Brent crude slipping to an average of $64.37. Early 2020 brought further drops, with crude trading at around 
$25 per barrel in mid-March and as low as $18 by the end of April.  
 
A combination of factors led to this decline, most notably the global spread of the Covid- 19 pandemic that 
shuttered factories and dampened demand. Production increases among leading members of the Organization of 
the Petroleum Exporting Countries (OPEC) were also a supply-side factor. In April 2020 the organization and its oil-
producing allies, known as OPEC+, agreed to a production cut of 9.7m barrels per day to help stabilize prices, 
which sat at around $45 in mid-August 2020. 
 
While some economies have struggled in the face of the coronavirus disease (COVID-19) pandemic, Saudi Arabia’s 
licensing of over a hundred new factories is evidence of its ambition to become “a leading industrial power” in the 
region and the growing importance of the local industrial sector. 
 
According to the Arab newspaper, Saudi Arabia licensed 115 new factories worth SR1.63 billion ($430 million) in 
January 2021, citing data issued by the Ministry of Industry and Mineral Resources. A total of 66 new factories 
began production, bringing the number of existing and under-construction factories in the Kingdom to 9,783. The 
new licensed factories resulted in 4099 new jobs being created. 
An expert told the Arab news that while some factories in other markets have closed or laid off staff during the 
Covid-19 time, Saudi Arabia “still continues to build and develop, to invest material, financial and human resources 
in stimulating the private sector. 
 
The Ministry of Industry and Mineral Resources, through this licensure, is implementing the national industrial 
development and logistics vision realization program, which aims to transform Saudi Arabia into a leading 
industrial power the newspaper stated.  
 
Also, during the pandemic, the ministry has been very active in providing incentives to local and foreign investors 
to invest in this sector to help increase the participation of small and medium-sized enterprises (SMEs) in the 
industrial sector, as well as increase local Saudi production. 
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3. VISION 2030 AND THE MANUFACTURING SECTOR 
The manufacturing sector is one of the pillars included in the Saudi Vision of 2030 plan that supports stakeholders 
to improve the competitiveness of local products to maintain local market shares with a focus on increasing 
productivity and quality.  

Development of this sector according to the vision is mainly to create a competitive economy and sustainable 
development Accordingly, Saudi Arabia aims at developing promising industries in food, medicine, and medical 
supplies, as well as military industries and industries relating to oil, gas and petrochemicals, mining as well as 
chemicals 

According to the SIDF, the national GDP mix for the manufacturing industries sector (excluding oil refining) is 
becoming more diverse where the chemical products' sector has occupied the lead position this mix of 
manufacturing industries along with other sectors that such as machinery and equipment, building material 
products, and food products have also shown growth.   

Another plan of the vision is The National Development Programme (NIDLP) focuses on transforming Saudi Arabia 
into an industrial powerhouse and a global leader in logistical services by leading and guiding growth in four key 
sectors: Industry, Mining, Energy and Logistics. The program also focuses on the two enabling pillars of local 
content and the 4th Industrial Revolution (4IR), given their importance towards enabling the main sectors to reach 
their pre-set strategic objectives. 

Through its 33 logistics initiatives, the NIDLP seeks to develop qualitative industries, increase non-oil exports, 
reduce imports, raise the contribution of the target sectors to GDP, create major employment opportunities, 
improve the Kingdom’s trade balances, maximize local content, and attract foreign investments. The program also 
seeks to stimulate investments worth more than 1.7 trillion Saudi riyals, raise non-oil exports to more than 1 trillion 
Saudi riyals, and develop the labor market by creating 1.6 million new jobs. 

The program tends to achieve its goals by developing world-class infrastructure for its sectors, designing new 
policies, and regulations to unlock value, increasing the value from the Kingdom's resources and drastically 
improving global connectivity and access to markets. All in the aim of developing a sustainable comparative 
advantage that will place the Kingdom at the forefront of investment attractiveness.  

NIDLP also focuses on the two enabling pillars of local content and the 4th Industrial Revolution (4IR), given their 
importance towards enabling the main sectors to reach their pre-set strategic objectives.  

Since its inauguration in 2019, NIDLP has achieved remarkable progress in international connectivity by adding five 
new shipping lines to the Kingdom's ports, inaugurating the first locally manufactured fast intercept boat, 
launching multiple utility-scale renewable energy projects and strides of progress in military equipment as well as 
the global launch of the "Saudi Made" program.   

The Made in Saudi program is the NIDLP initiative led by the Saudi Export Development Authority (Saudi Exports) 
that aims to help local businesses grow, by encouraging local consumers to buy more locally made products, and 
helping businesses increase their exports to priority markets. 

Under one unified brand, the Made in Saudi program will bring significant opportunities for businesses to expand 
their reach and promote their products domestically and globally. 

Another achievement of NIDLP was the launching of the geological survey programme which is the largest 
regional geological study to explore opportunities in mining. In addition, NIDLP launched an ambition renewable 
energy programme and opened the first wind energy project in Domat Al-Jandal located 900km north of Riyadh in 

https://www.shearman.com/-/media/Files/Perspectives/2020/05/Catching-the-Second-Industrial-Development-Wave-Saudi-Arabias-National-Industrial-Development-and-Lo.pdf?la=en&hash=BC32D03E1A9C3E1EB03613896765DDB89471393B
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August 2021 as well as a solar project, the kingdom’s first utility-scale renewable energy project in Sakaka area, 
located about 130 kilometers north of Riyadh, with production capacity of 300 mW. In addition, there are new 
agreements have recently been signed for building seven new solar power projects across the country. The 
projects are part of a push towards renewable energy under the Kingdom’s Vision 2030. The Sakaka and Dumat 
Al-Jandal projects, are expected to produce more than 3,600 megawatts which will power more than 600,000 
homes and reduce more than 7 million tons of greenhouse emissions. The Sakaka plant was developed by ACWA 
Power, which is 50 percent owned by Saudi Arabia’s Public Investment Fund (PIF).  

NIDLP sets out a strategy to ensure the future success of Special Economic Zones (SEZs), identifying logistics, mining, 
energy and industry as sectors that could benefit from such zones. It also suggested developing clusters aligned 
with the National Industry Strategy, such as those for automotive, pharmaceuticals, machinery, renewables, food 
processing, plastics and building materials. Moreover, the NIDLP notes that digital, professional services, tourism 
and entertainment companies would benefit from their own spaces. 
 
SEZ types in Saudi Arabia 
Name Example of activities 
Logistics Bonded Zones  Logistics, reverse logistics, warehousing, fulfillment, 

maintenance and repair 
Manufacturing Free Trade Zones (MFTZs) Automotive, food processing, pharmaceuticals, medical 

supplies, renewable energy and manufacturing 
Service Free Trade Zones (SFTZ), Trading services, research and development, ICT, 

entertainment, consultancy, architecture and design 
Single-Purpose Zones (SPZs) seed industries, Media, health care, education and 

financial services 
Sources: NIDLP 

 
MFTZs and SFTZs would have a standard pre-approved founding law, while SPZs would have an ad-hoc regulatory 
system. 
The National SEZ Supervisory Board will have advisory committees for each archetype, offer advice and drive the 
approval process for entities wishing to become licensed SEZs. It was suggested that the Economic Cities Authority 
(ECA) Board, chaired by Crown Prince Mohammed Bin Salman bin Abdulaziz Al Saud, should be repurposed to 
conduct this role; instead the ECA was subsequently rebranded as the Economic Cities and Special Zones Authority. 
In October 2018, before the NIDLP roadmap was published, a royal decree declared the establishment of an 
Integrated Logistics Bond Zone – the first of the new SEZs – at King Khalid International Airport under the 
supervision of the General Authority of Civil Aviation. 
Analysis conducted by the Ministry of Investment has also identified several areas of potential for foreign investors 
across the Kingdom's economy. These encompass the industrial and manufacturing sectors, including the food and 
beverage segment, fisheries and the halal market; building materials such as cement, ceramics, tiles, stone, glass 
and sanitary ware; and industrial spare parts for defense, energy, renewables, water, petrochemicals and 
infrastructure. 
Recent news in November 2021 stated the Riyad Bank and NIDLP have launched two initiatives to support and 
finance local manufacturers with SR6 billion ($1.5 billion). 
The first initiative aims to finance and localize 50 products with SR4 billion ($1 billion), targeting medicines & 
medical services, nutrition, transport sector, machinery and metals. 
The second initiative is set to finance investment funds in the industrial sector with SR2 billion ($533 million) to 
fund nutrition, machines and equipment, medicines, and medical devices. 
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4. KEY PLAYERS IN THE INDUSTRIAL SECTOR 

4.1 THE INDUSTRIAL DEVELOPMENT FUND (SIDF)   

SIDF was established in 1974 as a government financial institution to realize the objectives, policies, and programs 
of industrial development in Saudi Arabia. It aimed at supporting the private sector in various industrial fields, 
financing and developing the industrial sector in coordination with government entities. SIDF paves the way for 
the private sector to engage in constituting and sustaining a national industrial base effectively and adequately. 
 
SIDF has also introduced a new package of financial products and services through the National Industrial 
Development and Logistics Program (NDLP) as a breakthrough in its quest towards reaching Vision 2030’s 
objectives. Among the most important services provided by the Fund are medium and long-term loans to the 
private industrial sector which led to the establishment of 108 industrial projects in 2019. The NIDLP supports the 
growth of industry, mining, non-oil energy and logistics to create private sector jobs, boost their contribution to 
GDP and exports, and promote local content. It provides potential investors with useful context and historical 
footnotes on the development of Saudi Arabia’s industrial ecosystem, and indicates its aspirations for the next 10 
years. The NIDLP covers 11 of Vision 2030’s 96 objectives, and its 2020 commitments are divided into two 
categories: legal and regulatory changes, including the encouragement of private sector investment in mining; and 
capacity development initiatives, such as expanding ports and airports, creating specialist centers devoted to 
Industry 4.0 technologies and supporting industrial compounds like Jubail Automotive Manufacturing City. It is 
likely that new goals will be published in 2020 or 2021 to reflect recent developments and achievements. 
 
In 2020, SIDF approved 212 loans worth SAR17.6 billion ($4.7 billion) benefiting 201 projects in the industrial, mining, 
energy, and logistics sectors. Small and medium enterprises (SMEs) accounted for 84 percent of the number of 
loans. During the pandemic, the SIDF also announced a $1 billion stimulus package that allocates funds to small and 
medium-size private industrial enterprises. The package allows companies financially burdened by the pandemic to 
postpone or restructure their loans and access to lines of credit to fund operating expenses for up to three 
months. 
 
In recent years SIDF’s focus was realigned more closely with Saudi Vision 2030, the national development 
blueprint, and the National Industrial Development and Logistics Program (NIDLP). The fund is set to play a pivotal 
role in enabling the NIDLP to achieve its goal of boosting investment in new industrial sectors to SR1.7trn 
($453.2bn) by 2030. 
 
By the end of 2019, SIDF expanded its funding to include financing advanced exploration activities in the mining 
sector. To this end, the development fund provides loans of up to 75% of mining and mineral extraction project 
costs, including financing advanced exploration activities, such as delineation, as well as mine preparation and 
drilling. Moreover, SIDF announced it will support added-value services and companies involved in the sustainable 
development of the sector in all areas of the value chain. Mining expansion is targeted under the NIDLP due to the 
Kingdom's availability of mineral resources and its advantageous location between three continents. SIDF also 
introduced new products in 2019, including a working capital financing program for new businesses for investors 
with tenures of up to 24 months, as well as acquisition finance. While yet to be fully implemented, the latter provides 
financial backing for a number of items, including the acquisition of specific technology and manufacturing methods, 
intellectual property, suppliers and clients, and competitors.  
 
For acquisition, SIDF offers either upfront or after the transaction, with a repayment period of up to seven years. It 
has also been working to automate operations, reducing the time it takes to process applications by 60% in 2019 to 
four to five months, as well as focusing on customer satisfaction.  

  

https://www.sidf.gov.sa/en/AboutSIDF/SIDFDepartments/Pages/Business.aspx
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4.2 MODON  

The government recognizes that investors considering opening new factories and warehouses in the Kingdom re-
quire different types of locations to meet their needs, from industrial parks with installed sources of power, water 
and communications, to greenfield sites that can be developed to service the particular requirements of larger 
firms. The agency responsible for this service is the Saudi Authority for Industrial Cities and Technology Zones 
(MODON). MODON’s developed industrial land exceeds 198.8m sq metres, and it has attracted SR500bn ($133.3bn) in 
investment to the Kingdom since it was established in 2001. It operates 35 industrial cities in all corners of the 
country and acknowledges that some businesses need to be located within manufacturing clusters or adjacent to 
shipping facilities. 
Since its establishment in 2001, MODON has undertaken the development of fully integrated service industrial lands 
to the highest international standards. Today, it oversees 35 existing and under development industrial cities in 
various regions of the Kingdom, in addition to supervising private industrial cities. Currently, MODON's developed 
industrial lands exceed 198,8 million square meters. The existing industrial cities include 3,474 productive factories, 
in addition to 6,190 industrial, service and logistic contracts, and more than 435,000 employees.  
MODON supervises the industrial complexes and cities developed by the private sector in the Kingdom. 
It aims to cultivate an intelligent and technological environment that enables the industry to contribute to 
national economic development.  
in 2020, Modon signed 10,300 investment contracts which aimed to encourage the manufacturing sector and 
promote Saudi goods. The investments are also meant to help create jobs in different industrial sectors in the 
Kingdom. 
More so, MODON aims to work with the private sector to develop the national industrial and logistics sector and 
provide leasable land for development as well as leasable warehousing and logistics facilities. In general, MODON’s 
offering of infrastructure and facilities is superior to that on offer from the private sector which lack comparable 
infrastructure and institutional grade real estate.  
Whilst private industrial developments do exist, they represent a fraction of the market. Within 
these industrial cities, land is not solely allocated for industrial developments. In most cases land 
is also allocated for the development of staff and labour accommodation, commercial spaces, retail 
and showroom outlets. 
 

4.3 MINISTRY OF INDUSTRY AND MINERAL RESOURCES (MIMR)  

Established in 2019, the Ministry of Industry and Mineral Resources is responsible for supervising the industrial and 
mining sectors, encouraging investors therein, discovering and exploiting the Kingdom's mineral resources. 
The Ministry aims to attract local and international investments into the industrial and mining sectors in order 
compete in the new era of Industry 4.0 while building many platforms that emphasize the role of the Kingdom as a 
global hub for logistic services. It also aims to advance the industrial and mining sectors while contributing to 
sustainable economic development in the Kingdom. 
 

4.4 ROYAL COMMISSION OF JUBAIL AND YANBU  

The Royal Commission for Jubail and Yanbu (RCJY) was created in 1975, initially to administer the growth of 
downstream activities around oil production and shipping on the east and west coasts, respectively. Adjacent to 
the country’s Eastern Province oilfields, Jubail Port is currently home to a lot of industrial enterprises, including 
refineries, crackers and chemical manufacturing plants, with new projects under way all the time, such as the 
PlasChem Park being developed by the RCJY adjacent to Sadara, the giant Saudi Aramco-Dow Chemical mixed-feed 
cracker. The National Industrialization Company (Tasnee) is Saudi Arabia’s second-largest petrochemicals producer, 
with operations in Jubail.  

https://modon.gov.sa/
https://modon.gov.sa/
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The RCJY’s second city is Yanbu, a Red Sea port located 350 km north of Jeddah, which was established to carry 
exports through the Suez Canal. The RCJY also administers industrial cities at Ras Al Khair, a port and 
manufacturing center that lies north of Jubail and serves the minerals industry, and at Jazan City for 84 initiatives 
are being undertaken to overhaul the country's special economic zones Primary and Downstream Industries, 
which was developed in 2006 on a site 66 km north of the Red Sea city of Jazan in the south-west.  
 

4.5 ECONOMIC CITIES 

At the same time work began at Jazan under late King Abdullah bin Adulaziz Al Saud, plans for a number of new 
economic cities were developed and a government agency known as the Economic Cities Authority (ECA) was 
formed. The decade through to 2016 experienced a number of global economic shocks – such as the financial crisis 
of 2008-09 and the slump in oil prices from mid-2014 – and a number of the economic city plans either stalled or 
developed more slowly than originally planned. 
Knowledge Economic City in Medina was founded in 2010 as a joint-stock company listed on the Saudi Stock 
Exchange (Tadawul), while King Abdullah Economic City (KAEC) was developed by Emaar - The Economic City: a 
joint venture between the Saudi government and Dubai’s Emaar Properties. Significant industrial activity was 
originally planned for KAEC, but the current focus appears to be on its residential and tourist offering.  
The development of the RCJY, MODON and the economic cities offers great potential for attracting investment, but 
it also created a more complex organizational landscape for new investors to navigate. The NIDLP’s roadmap, 
called for a reappraisal of the approach. Its conclusions were based on international comparisons, but also drew on 
discussions with the RCJY, MODON and the ECA. It suggested the SEZs would benefit from a one-stop shop for 
administrative matters, tax incentives, zone-specific labor laws, foreign ownership permission, customized financial 
incentives, import/export duty exemptions, and lean Customs operations and inspections. Other ideas included 
bonded corridors between zones, such as between ports and airports; greater empowerment for decision-making 
at the zone level; increased cooperation among zones and zone management bodies; and clear mechanisms for 
dispute resolution. The NIDLP concluded that a future-proof strategy for SEZs should protect existing zones and 
their businesses, as well as pave the way for new zones. 
 

4.6 SABIC 

SABIC (Saudi Basic Industries Corp) is a global leader in chemicals headquartered in Riyadh and the world’s fourth-
biggest petrochemicals company. From making cars and planes more fuel-efficient to helping conserve the world’s 
water supply and enabling colorful smartphone cases. Sabic also supports its customers, by identifying and 
developing opportunities in key end markets such as electrical and electronics, transportation, medical devices, 
construction, packaging, agri-nutrients, and clean energy. SABIC has more than 33,000 employees worldwide and 
operates in more than 50 countries. Fostering innovation and a spirit of ingenuity, Sabic has about 12,500 global 
patent filings, and has significant research resources with innovation hubs in five key geographies USA, Europe, 
Middle East, North East Asia and South East Asia. SABIC is one of the world's largest producers of global ethylene 
glycol, polyethylene, polyolefin, polypropylene, MTBE, granular urea, polycarbonate, polyphenylene and polyether 
imide. The Saudi Iron and Steel Company ("HADEED"), based in Jubail, is one of the world's largest fully-integrated 
steel producers and a wholly-owned subsidiary of SABIC, which SABIC plans to turn into an independent company 
with separate management and responsibility for the marketing of its products. 
In 2020, Saudi Aramco bought a 70% stake in SABIC from the Public Investment Fund (PIF), for a total price of SAR 
259.125 billion ($ 69.1 billion), or SAR 123.39 per share. Under this acquisition, Saudi Aramco will fully consolidate 
SABIC’s financial results and in accordance with its accounting policies, Saudi Aramco will count for three of 
SABIC’s affiliates, namely Al-Jubail Petrochemical Company (KEMYA), Saudi Yanbu Petrochemical Company (YANPET) 
and Eastern Petrochemical Company (SHARQ), as joint ventures and one affiliate, Saudi Methacrylates Company 
(SAMAC), as a joint operation. These affiliates have historically been fully consolidated by SABIC. 
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The giant oil producer added that SABIC’s acquisition comes as part of its long-term downstream strategy to grow 
its integrated refining and petrochemicals capacity and create value from integration across the hydrocarbon 
chain.  It enhances Saudi Aramco’s chemicals strategy through transforming Saudi Aramco into one of the major 
global petrochemicals players, integrating upstream and refining with SABIC, and expanding capabilities in 
procurement, supply chain, manufacturing, marketing and sales. The deal also complements Saudi Aramco’s 
geographic presence, projects and partners, and enhances the resilience of cash flows generation. 

5. OPPORTUNITIES IN MAJOR INDUSTRIAL CLUSTERS 
One of the main objectives of the National Development Strategy for Saudi Arabia's Vision 2030 is to create a 
sustainable, competitive, and diversified industrial system driven by private sector activity. Achieving this goal is 
supported by the National Industrial Strategy (NIS), which sets out a program to enhance domestic manufacturing 
and exports by fostering the development of strategic industries, through the creation of specialized 
manufacturing clusters involving many investment opportunities.  

5.1 PHARMACEUTICALS AND BIOTECH 

The NIDLP has also identified the Saudi pharmaceuticals industry as a sector with significant potential for further 
growth. According to the NIDLP roadmap, SR30bn ($8bn) worth of pharmaceuticals are expected to be sold in the 
Kingdom by 2021, a quarter of the MENA total, and yet only 20% of demand is met by local production. In addition 
to high levels of local demand, the Saudi market has a stable economy with access to finance, an existing 
regulatory structure and free trade agreements with most of the MENA region. Alongside an economic rationale 
for expanding manufacturing capacity, the NIDLP recognizes a strategic incentive, in that local production can help 
protect the country from any future supply shortages. Nevertheless, challenges remain to development, including 
local sourcing of active pharmaceutical ingredients, delayed disbursements to local manufacturers by the 
authorities, lengthy registration procedures and a multiplicity of agencies involved in the localization of the 
industry. 
The country's pharmaceuticals industry is primarily orientated towards the production of generics for the local 
market, and domestic operators face strong competition from international firms in terms of developing higher-
value products. The general model for global pharmaceuticals firms is to concentrate their resources on the 
production of profitable patented medicines; however, this requires major inputs of capital and expertise in high-
risk research, making it a difficult market to break into. Nevertheless, progress can be made if research and 
development (R&D) efforts are consolidated, given that R&D is currently conducted in a patchwork manner by 
universities and medical centers, according to the NIDLP. In April 2020 Saudi Pharmaceutical Industries and Medical 
Appliances Corporation (SPIMACO) moved to boost its R&D, signing a marketing and technology transfer deal with 
international firm Amgen for biotechnologies.  
Opportunities lay in bio-medication industry, vaccine production, insulin production and building Bio parks.  
 

5.2 MINING CLUSTER 

As part of the Kingdom’s broader economic diversification strategy, billions of dollars in public and private 
investments have been allocated to develop the mining industry in recent years. The driving force behind the 
sector’s expansion is Ma’aden. The diversified business, which is active in the gold, phosphates, industrial minerals 
and copper concentrates segments, has emerged as one of the largest and fastest-growing companies of its type in 
the MENA region. 
Under the NIDLP, the government has outlined a number of major targets for the expansion of Ma’aden and the 
mining sector as a whole. Two new industrial cities, a port and an expanded railway network have been built to 
facilitate these efforts. In addition, Ma’aden is seeking to boost capacity and production, with work under way on 
new phosphate and gold facilities. While public investment and government-related institutions have taken the 
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lead in the sector, the authorities are seeking to create a more diversified mining environment in which private 
companies and foreign investors play a greater role. 
Ma’aden was founded by royal decree in 1997 and remained wholly state owned until July 2008 when it launched 
an initial public offering (IPO). Raising approximately SR9.3bn ($2.5bn), it was the biggest mining IPO in the MENA 
region to date. This set off a series of major investments, with the company commissioning eight new mines and 17 
processing plants, all of which were operational by 2018. Meanwhile, the company’s gold sales grew from 45,000 oz 
in 2009 to 394,117 oz in 2019. As of December 2019 the company operated six gold, one bauxite and two phosphates 
mines, in addition to three mines producing low-grade bauxite, kaolin and magnesite. 
The most recent extraction facility to come on-line was the Al Khabra phosphates mine, which opened in 2017. The 
mine is operated by Ma’aden’s Wa’ad Al Shamal Phosphate Company – an $8bn joint venture (JV) between 
Ma’aden, Mosaic and SABIC – and is located in the Northern Borders region of the Kingdom, forming a key part of 
the Wa’ad Al Shamal Industrial City. 
 

5.3 CHEMICAL CLUSTER 

The chemicals cluster strategy focuses on promoting the growth of specific value chains that support the 
realization of the Kingdom’s Vision 2030 by taking advantage of available natural resources and a qualified 
national workforce. 
Since the late 1970s, the Kingdom's petrochemical industry has focused on converting natural gas into 
petrochemical products of the highest specifications to compete globally. Now, the focus is shifting towards 
developing further downstream industries to reduce the import of materials, parts, and components. 
The Chemicals cluster continues to target the development of new value chains in specific subsectors such as 
advanced plastics applications, oil & gas field chemicals, mining chemicals, rubber products, construction chemicals, 
medical and pharma related products, personal care products, human and animal nutrition additives. 
Expansion of Saudi Arabia’s downstream industry can be attributed to low domestic energy costs, a ready supply 
of raw materials, and a rapidly increasing population, in addition to the Saudi Government’s commitment to 
industrial diversification through foreign investment. 
With increased investment and technological know-how, the downstream industry in the Kingdom has undergone 
a major diversification from basic to more sophisticated products. 
Through a number of financial incentives and a supportive national policy, the Saudi Government encourages 
industrial joint ventures or technology licensing to reduce imports and make this industry competitive for export 
As such opportunities lay in the manufacturing of chemicals like copolyester ether, fumaric acid and Ultra-high 
Molecular Weight Polyethylene (UHMWPE) 
 

5.4 AUTOMOTIVE 

The development of a domestic automotive industry cluster has been identified as a top initiative by policymakers. 
There is high demand for vehicles both within Saudi Arabia and the wider MENA region, but the NIDLP highlighted 
that the Kingdom is the only country among the top-20 by demand for new vehicles to be without a local or 
regional production center. Establishing an auto cluster would not only enable the country to meet domestic 
demand and boost exports to the region, but also provide support for the country’s upstream metals, plastics and 
chemicals industries. 
Currently, there are four international commercial truck manufacturers producing vehicles in Saudi Arabia, three 
of which have commercial operations in Jeddah, namely Volvo Trucks, MAN and Mercedes Benz. The most recent 
arrival to the market is Japan’s Isuzu Motors, which has been producing commercial vehicles for export at its 
Dammam facility since 2012. In October 2019 the Saudi National Automobiles Manufacturing Company (SNAM) 
signed a licensing deal with the South Korean equipment manufacturer SsangYong Motor for the local assembly of 
the firm’s Rexton Sports and Rexton Sports Kahn sport utility vehicles. Under the deal SNAM aims to produce up to 
30,000 units of the two models at its plant in Jubail by 2021.  Also Batteries Supplier MEBCO having a JV with 
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Clarios, is exporting a large volume of batteries around the globe under AC Delco and other brands. In addition, 
many other aftermarket suppliers already exist in the Kingdom.  
Building on this, the NIDLP aims to create an automotive manufacturing cluster in the country that can produce 
both conventional cars and electric vehicles, while also developing the capacity to manufacture batteries. In 
August 2019 the country took its first steps towards creating an infrastructure network for electric vehicles with 
the installation of Schneider Electric charging points at some SASCO filling stations. Furthermore, the Public 
Investment Fund, the country's sovereign wealth fund, has made inroads into the development of electric vehicles 
in the US, claiming a $2bn stake in the electric vehicle start-up Tesla before shifting its investment focus to Lucid, a 
Silicon Valley-based firm specializing in electric vehicle battery production.  
Saudi Arabia's transportation needs are steadily increasing, with more than 200,000 kilometers of roadways 
connecting Saudi cities including 99 tunnels and 5194 bridges, of which the most heavily trafficked is the 25-km 
King Fahd Causeway linking the Saudi city of Al Khobar to Bahrain, making it the most attractive country in the 
region for the automotive industry. 
Opportunities in the automotive sector lay in manufacturing of light vehicles, battery cells, metal stamping, 
aluminum foundry tyre and assembling of vehicles. 

 

5.5 FOOD PROCESSING 

Local food producers and manufacturers, as well as global firms, are enjoying a boom in Saudi and global firms 
and benefiting from the outstanding potential of Saudi Arabia, which is experiencing a significant rise in 
consumption, being a secure country with a low-cost exporting base,  
Saudi Arabia is the only market in the Gulf region that can realistically provide investors with substantial long-
term growth prospects. 
 
According to the FAO, Saudi Arabia is the largest economy in the Arab world and home to a growing food 
manufacturing and processing sector as a result of favorable trade agreements, population growth and rapid 
socioeconomic changes. Investment in the sector is projected to reach $59 billion in 2021, an increase of 
approximately 64 percent since 2013, and ranges from local food manufacturers to major multinational companies. 
Most Saudi food manufacturers depend on imports for food ingredients, and subsequently imported approximately 
$2.7 billion worth of intermediate food products in 2020. 
 
In terms of food processing sectors, Saudi Arabia is the biggest dairy consumer among GCC countries, accounting 
for 60% of the market volume. Similarly, the total consumption of organic, gourmet, and health food products are 
expected to reach more than $27 billion in 2022 while the food packaging market is valued at $21.7 billion 
according to Foodex experts. 
According to the Arab newspaper, domestic, regional and international demands for Saudi food products have 
been increasing year on year, with seafood, dates and halal foods leading the way. The Kingdom is famed for its 
authentic halal food products — particularly those from Makkah and Madinah. The Kingdom’s halal food market is 
currently worth $6 billion, but it has the potential to take a substantially bigger share of the $1.3 trillion global 
halal market. The sector also benefits from a well-developed ecosystem that meets the high standards and 
growing demands of the expanding marketplace. 
 
Foreign companies can enter the Saudi food manufacturing sector by establishing wholly owned facilities, 
acquiring, or taking over existing Saudi companies, joint venture partnerships with Saudi investors, entering into 
licensing agreements with local manufacturers, or by having private labels produced by Saudi food processors. 
In recent years, several multinational companies have entered the Saudi food processing sector as a result of more 
demand for packaged food and the opportunity to export duty free to other Arab counties.  Most of these 
companies entered the market via joint ventures with Saudi companies, licensing agreements or by taking over 
existing Saudi food processing companies.  Multinational companies with a presence in the food processing 
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industry include: Mars Inc., Mondelez International, Cargill, Del Monte, PepsiCo, Heinz, Danone Ltd., Arla Foods 
Amba, Fonterra’s, United Biscuits (UK) Limited, Coro Foods, Unilever, and the Lactalis Group. 
 
Investment opportunities exist for poultry meat, beef, skimmed milk powder, full cream milk powder, block cheese, 
butter, milk protein concentrate, anhydrous milk fat (AMF), butter oil, and whey powder.  
Food processing ingredients such as bakery and pastry ingredients juice concentrates, ice cream ingredients, and 
raw materials are also in high demand for food processing. 
 

Sources: 
https://www.arabnews.com/node/1965071/business-economy  
https://vision2030.gov.sa/ 
https://www.sidf.gov.sa/en/IndustryinSaudiArabia/Pages/IndustrialDevelopmentinSaudiArabia.aspx 
https://saudimade.sa/en  
https://www.unido.org/sites/default/files/2015-12/KSA_Industry_2020_0.pdf 
https://www.ic.gov.sa/media/1294/industrial_investor_guide.pdf 
https://www.mondaq.com/ 
https://www.arabnews.com/node/1809456/business-economy 
https://www.sidf.gov.sa/en/Documents/SIDF%20final%20by%20page%20300820.pdf 
https://www.sidf.gov.sa/en/Pages/OBG.aspx 
https://oxfordbusinessgroup.com/analysis/buried-treasure-mining-clusters-support-expansion-while-
new-opportunities-emerge-private-firms 
https://www.ic.gov.sa/en/ 
 
 
 
 
 
Disclaimer 
The information in this publication is provided for background information that should enable you to get a picture of the 
subject treated in this document. It is collected with the greatest care based on all data and documentation available at the 
moment of publication. Thus this publication was never intended to be the perfect and correct answer to your specific situation. 
Consequently it can never be considered a legal, financial or other specialized advice. Flanders Investment & Trade (FIT) accepts 
no liability for any errors, omissions or incompleteness, and no warranty is given or responsibility accepted as to the standing of 
any individual, firm, company or other organization mentioned.  
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